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DDoar Chmrman Hogan

: .The Ho-Chunk Natlon (“Naxlon”) GammgCommlsmon is provrdmg comments on the Potem:la] o :
- Economic’ Impact of Proposed ‘Changes to"Class 1. Regulatxons propoaed by the- Natlonal": o
Indlan Gammg Commlssmn (’NIGC“ or | Commlsmc:n”) at 25 C. F R. Parts.502: and 546. Thc R

o NIGEs proposed regulatlons concem Class II deﬁmtrons, gammg standards and classnf' catwn s
standards : o S ST

. -A.s you know from our p!'lOl' commcnts, Wc are vary concerned abcrut the regulatlons you have e
" praposed for Class TT. ganiing. 'Of all the tribes in Wisconsin, the Nation stands toTosethe, most. -
-+ if these. regulanons £0 ‘into effect.” We. have ‘tried to’ iriart; thlS message to'youat our o .
L consultatron meetmg o July 17; 2006 in Bloommgton ‘Minnesota, “The:; same- coriclision was. I
" reached fmore recenﬂy on Novemhcr 3, 2006 in the Ana.lysrs G‘IOl.lp economic lmpaot Shidy- oo o0
L .requested by. the NIGC. ' Thc Nation ‘also- noted our’concerns -in ‘our comment letier dated. i .
L November 15, 2006, Qulte honestly, the, Natlon 5 Class It: gammg famhty (‘“De]opc”) 1 B

. Madison, Wrsconsrn would have no’ comphant machmes if the!NIGCs. Tegulalions go into-- . Tl :
effect.” We are prov1dmg more: detailed: ‘eorhments on the' economic :unpact study. in. order to n

i ;-demonblmte the real consoquonces of thcsc proposed regulanons for the Natlon ST

-

S“‘W the study conducted b}' e’ Analysls Group expressly declmed to comulerthe eccmomw USSR
L impact of the NIGC s proposed techmcal standards in2s CFR Part 547 .the:Nation:réserves. thc:, RS R
i right'to comment later on the.] negatlvc nnpacts of those regulations. . The Nation understands' LR

3 ,.;that the NIGC w:ll be acccptmg comments on’ Part 547 through January 31, 2007

T g P

| 'i'{‘-OFrIONs FOR THE NATIDN’S EXISTING CLASS 11 GAMING MACH’.INE i
P SOPERATION - - if T e it e i

_' - -:-Orr NovemberB 2006 Lhe Analysns Group submltted a report entitled The Potentzal Ecanomm"",;. . S
i .;.~1mpact of Propmed Ckange.s to: Cla.r.r a Gammg Regulartons Thc rcport rdentlﬁed three' Lo ,

W S A

| ':"-"":Pag's:l'-bfgs S



das la/s el IRL L7100 ¥as8 e o

“attermnpt 107 condut: Class - gammg eperauons with - machmES that are'comphant with the._ .
-proposed mglﬂat;ons Tm ; optxon would Nt . only cause De]ope to bccome at best, a’:
: margmally‘ profitab . '
.t byercome the. caprtar burdcn thax wou]d bc rcqulred tmmodlfy or’ acqmre comphanl Cla,ss H' ‘
“-" gaming machinies. ‘Thé process.of waiting Fof Class I ‘manifacturers 1. develop:4.substitute. "= -,
Class I gande, then 16 fiave' it sertified by the. Chairinan; would only compound ‘the financial 1. Y
aim ‘to Delope nd the Nation, Ever as$uming a: compham Clagg ‘game is. procured dwillsc e
- be " less entcrtammb, less marketable .and. 1685 profl itable- 'j,DeJDpc Inthe. long THR,. therc L
."wnnld be m) pmcncal financlal altemanve but to dlScontmu Class H-gammg eperatlons LT

i ~-Ad°Pt Al 'altemanve .The'-Natmn cun“emly has no* abﬂlty-m adopt an ltematwe‘such as..‘-.-"l
.:‘Class III Eames or. gammg machmcs at Delope. -Per-4n ameudmeqt 16° lts compact, the_-, Natmn.:‘ S

'mthor}zanon by voter referendum oF passage of & locél city: councﬂ PeSOIUtIDD. (See Analysm"

Gmup Study (page k] 1) - A yoter: refetendum 1o amhorizc Class IH gaming’at. DeJope washeld .- ..
.. “on:February 17,°2604; The’ ‘teferénduiny was Soundly: defoated by a-64% 1o:36%: Tiargin; Al e
7 therc 1,66 dikelihood of. Class TII. geming being permitted: at Delope if aceordarice: w1th the RN
i Natlm s currentgammg compact the opnon to adopt an alternatwc g not possxble A

: .;T]IE DIRECT ECONOMIC IMPA, : 'ON ‘nEmrE AND'TH'E NATION” |

. In Ilght of e-effacts of thé propesod.Class II regulanon changﬁs and the opmm(s) avmiablc 10
- the Natwn, we ex.pt:ct the follovwng negatwe econormc Impacts tn occur _

: “‘;-LOSI gammg revcnue,
.'"'..Losrnou—gammgrcvemm RO SRR
L - ‘.-'{-..' Decredsed varlcty ‘and. quallty of CIHSS II machmes s
. 'Temporary and/or partml gammg facﬂlty closurus RO

e -Lost tribal gwgmmentrevenue,, oA
' -"Incmasud Costs;
_'-Lostjdbs and G L
- Inﬂ'mgement upon Trbal Sovmlgnty

Commlssmrr ﬁrst 1ssuedl..'.m: pmposed rEgulatlons m May"'}
dy assessmg thc fmlb‘htyl f expandmg the Dc]ope “facﬂlty ‘

'Tn 0ctober 2005 We]l beforq
"2006 the Natmn Tet:elved a-stu
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s. I gaming machines, -<.Sabset1uent to‘feceipt of _th Innovatmn Gmu;i report, the Nauon
emb ked upenan expansmn pregx:am t‘or DeIope tbat'l t0: _t'_esult in a10ta1 of Iy 137 C]ass II

We. e t ' ‘gammg ‘reyenue’ lhat would be':lost would b dtrcctly
_pifopomenal a the’ amount-‘..o_%tlme 'DeJope ‘would b ,r.hut "down... The. Teagibility Study -
- estimated DeJepe :s,gross geming-révenues to be approxlmately . for ¢aleridar ‘year.
2007 and steadily rising to by:calendar year, 2011 (see table- below) *However,
- .'T.hIS ﬁgure IS ]eopardmed 1f the NIGC s currently prop“osed regulano :peeome reahty Thus ;

~EAMIng revenue, that

W * Baning T v e il
WOuld b Jost wonld he dlreetly propomonat.fto “the - axnount of tune DJ;‘:JOpL ‘would be shut
oWt NOEtﬁgammg revenues f'or De;Tope are; estlmated to* be approxlmat l_y '

- r:t0-d . ; ! 7 —g‘ami’ng reveau
"'as_ a percentage of gmss gammg revenues for ﬁscal year 2006 Was. caiculated . The" gross”
' BAINE T reveniies; projec.ted in the .feambl]!ty study was then _muItlp ed- by this percentage (e}
- AIivé at an-estimate - of lost on-gan ‘peiceritage ‘of non-'gammg :
. ICVehues: at DeJope ay, be. expected te nse followwg completmn of the eun'ent" expanswn
'program as ihe greater- 'trafﬁc -flow . may prowde for addttmna.l non— At ;

"As noted in the,Analyms Gmup study, the-proposed Class 11 reguleuons are. hlw!y to, decrease :
eimand for-Class I mach ines.: Compliant Class II miachinés, are. hlgely 1 be loss: appealmg to.,.

‘patron$ and'géncrate fes§ revenne:: -deme i demanid may result in hlgher costy_per-Class

¥ miachine:: Sore ‘manufactimers may ne longer ﬁnd_ it profitable’ w0 stay i the ‘market. Aud a
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T , g;lmmg Op;ranonﬁ' 't.' ‘DeJopc..-. by. adOptmg
gy .'qmte hkely thnt atJeast 4 temporsry- shut down ‘would b
o ) ibes’six’ 3 become " compliat;

for develoPmenf 'testmg, cemﬁcguon and’ instaliation of -

.:'coml‘;hant’ m&chmcb has been‘ oﬂslstent]y ‘gstimatéd s requu‘mg 12 1o 24 mcmths -

acconplish.”, Bven thef, eemﬁcatmn of the: Class 11 ‘machine i not, _guaranteed. . This: timg
fmne to] beco:ne comphant would I‘BQI.HTE the Natlon to cease ns Class i gammg machme

i , wﬂl teid to: a r.orrespoudmg declme in mbal governmcnt
revening: This. dé Grease: ‘in tribal govemnment fevenue would:trafislate into’ & decrease.of: funds
}_,’favaﬂable for fundmg of ‘ribal  governiment. Gperatio _prdgrams and"serwces, pér. capita
paymients, ‘échnomic. devglopment of other tnbal énterpri es, donatlons 1o lox i
the fundmg of the opemnons of yoal g

Flgures pro. aded m the feas, ility, Etudy reve : the extent to.whmh the Nat:on wouldbe hanned

should: the. Comnussmn 's.proposed Class 11 gammg regulations be mplemented and: enforced ,

. “This mdépendent_ly compxlec[ study catculated the net Eamnings Before "Intqrcst, Deprectzmen“
Taxes-and Amomzatlon (EBIDTA)" gam to-thie ‘Nation that,would be provlded By ‘continaou,
“operatioris: -of the exvanded DeJope facility, . Nét EBIDTA g gains: 10 the Nation : arg’ cshmated
+be approxmlately e . for calendar year*ZOO'Z and are; expected fo. incresse’to

v'by ‘Calendar yeat 2011 i The. total ﬂve yeir ¢st1mated decliries in‘net EBIDTA to thc:

Nation-wouald. be.nearly

o BB o |

mcnts‘ of the p:o sed

ng "'there a}e"a number of potantlal.new OF addmcmal costs thét,.;' 2
areailt:of the. proposed Clags; H yégulation’ changes These._ o

'_. costs mclude, but are not lxm:ted o capuul regulatow, trammg and ﬁmmcmg costs N

_ _osts requmed to upgrad‘e and/or rep‘lac:e exlstmg 'Class II gammg machmas to: :
‘compliange ‘with' ‘the! proposed. reguiatlons are “cértaiit 1o be’ mgmﬁcam Thosg_ '

manufécimcrs that. remain: in-the' Class i gaming Tnachifi¢. market wﬂl undoubtedly Sh'lﬁ somg

" :of theu" osts omo the Naﬁo Addltmnal ly, the Natlon is-iri.the process. of; cempletmg a maJor.,'

T e
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._renovat;on of the DeJope Class'll facnhty .at a"cost of appmxrmabcly o Th bulk of
th'e ¢ 1taL expended for th:s renuvatlon would eﬁ'ectwely beeomc af unrecoverable sunk mst E

: sy ,
e-‘ame costs such as’ the develapment of new tnbdl regulatmm would . be. mcurred by the
‘Natiori: The: Natlon would: be. frther. burdened, ‘with “ongoing” reg,ulatéry 515, SUg
increased. audmng costs, {if the Natl n,'chooscs to cnntmue Class H gammg at, De]ope by
adoptmg comphant Class Hgammg mchmcs ; i —y

_ 0 the tram m costs ‘that would be reqmred for the Natmn-s.-:current enmloyees 0
* costs. to hire: and_ train: ey, emplnyees ‘st be. consxdered -These costs, from ; ddvettising,
-.mtcmew oW mploye - Orientation; . etceter&, arc ‘substantial. As prevmusly noted, 'the
“Cominission’s: .proposed mgulatmns, would. requxre De.lope to cease’ jis: Class L ‘gaming
machma operations. fora penod of sik o 18, months If: the Natxon chOSeuto réconmence Class
II ".gammg operattons with comphant gammg machmes g\ substarrtml nun‘ibcx of employcca
ould likely: be unwﬂlmg ot ndble: to-return to. employmem: at Dejopc Dependmg on: the;
number/type of new: empioyees that would be requm::d the méw employc:e {raining costs alone
‘wouild zlmost cenamly be: several hurdred: thousand: doflars, and ‘quite probablyi in excess Gf
“Furthgfinore, the Nation-would-alio’ bear’ ‘the costy of lost hiliman capital
-ansmg ﬁ'om"'the departure of its einp!oyeee wﬂ:h valuable gammg experien and Anstitutional

es and/or mterest rate;. for crédit’: in order to pompensatc for- the’ s;gmﬁcantl v

' sma'.llc‘,r'and Iless dwersxﬁed ‘solrce of gnvcnunental rewenue thatf wou}d -be, avallable o the'
.Nation'-" ' 4 ; . : L

i_mmor:tyfun errepresemed poplﬂatlons thh mntmuous operattbns employmg 280. persous as .
envisioned-by. the feasibility study; the. .number of" ‘employees. that ‘are members of thé* Nanon
¥ woulct. totl 66, xf the propomon temams constant A shut down;w il i ‘ :

g:. “Employees Employm
% S

T
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1
3
9.
1:
9
114
9
3
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thitt the" NIGC‘S prop d regulatlon would ‘négativély Jmpact the DcJope facmty,
doesn 1 cmne close fo sta“tmg, full: impact ¢f 'the Ho“Chunk-Nation. Ia’ ?act ‘as pointed ou
inthe Analysis Grmup mport, the Ee.lape facitity-is the:only one'in the; entlrc staté of Wisconsin
“rat will'be impacted, :Of course; the.Analysis Groip. study reporfs'only 361:Class'If gaifing -
-machmes at D¢J0p, ;' But, by.: tm‘ie ':th_e. NIGC’ s régulations go' info effect, DeJope ‘il be .
g Operaﬂn 5 over 1 Oﬁ& stich machmes "L'h:s'wou!d make ﬁcjopc,’ 8 closure even morc: harmful.

i\ When this: fedeml agmc-y tasked Wlth th':‘legal obhgatlon iao mpley eni the prcmsmns of, Ihe
”IGRA does 56 by adopting Class’ [ljrcgu}ahons that stall’ tﬂ'bal ieéon__ mic developmem‘, tﬁbal
)self-suﬂicxency, and .sfmng“m 5al g0y I i; :

.cas . - St b

‘elaim. that them rcgplatlons prom@tt’ ln_ , ccmomlo develc)pment for clther yehe Ho-Chunk
Narmn or the Pefope: famhty 'Knowmgly-advancmgsw:h an agenda mﬁ*mges on the Nation’s”
-sovex:elgnty, whichin the-reéafm ‘of Class I gaming, was; meant to-be: retained by, tribes. . This .
point. was -stressed Senate Report 555 where it was: cleaﬂy nol.ed that “tnbal Junsdlcnon"
-over! Clas I.garmng.has“not been prgwously addressed by Fedetal statute and thus thiere has
'_Been tio. divestifient or Irmsfer of sich mherent mbal gwcmment powers by Congress g
._R'eport at'11. ‘Add to’ tlus e fact that pnmary Junsdwtlon OVEr. bingo was {6 retmaii; with mbes
and. that IGRA-» was not-to b conistrued in'a majiner thiat abrogated tribal fights.” Is this: rca!ly
‘how i federai ngency w1th a Trust relatmnshlp to. the Natmn shauld proﬁeed‘?"'We thmk net.

Based 'upon the proceedmg-,.

George Lewis, HON ] 'Prmdcm

< Wade*Biackdeer HON. Vm P.rwden(

' 'Sheila Gmbm:. Altoizicy Genoral
Filc.DECOl 1 Comments an] Foommxc Dipi
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HO-CHUNK NATION GAMING COMMISSION

WOE14 Airport Rd., PO Box 647, Rlack River Falls, W1 54615 « (715) 284-7474 « {2800) 814-8050 » FAX (715) 284.7550
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FACSIMILE

COVER SHEET
To: Honorable Phil Hogan, NIGC Date: 12-15-06
Dept: Fax #: 202-632-0045
cc: _
Re: Comments on Economic Impact of
Proposed Changes to Class II Regulations This transmission consists of 7
i pages, including this cover sheet.
From: _Joan Buckhannon, Exec. Adm. Assist.

RECORD OF FACILITY TRANSMISSION TO?
O DeJope [] Ho-Chunk [ Ho-Chunk [] Majestic Pines [ ] Rainbow  [T] State of Wisconsin
[ other

ATTENTION
LJURGENT [ REPLY ASAP [ ]PER YOURREQUEST [ FOR YOURREVIEW [ ]FYI

COMMENTS:
Hard copy to follow, [_1Hard copy will NOT be forwarded unless requested.

If you have any questions regarding this material, or if all pages were not received, please call our
office at (715) 284-7474.

THE INFORMATION CONTAINED IN THIS FACSIMILE MESSAGE IS INTENDED ONLY FOR THE
PERSONAL AND CONFIDENTIAL USE OF THE DESIGNATED RECIPIENTS NAME ABOVE!

If the reader of this message is not the intended recipicnt or an agent responsible for delivering it to the intended
recipient, you are hereby notified that you have received this document in error, and that any review, disclosure,
dissemination, distribution or copying of this message or the taking of any action in reliance on its conlents is strictly
prohibited. If you have received this communication in error, please notify us immediately by telephone and return
the original message to us by mail. Thank you.
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